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BAUCUS
SPEECH OF SENATOR MAX BAUCUS
TRANSPORTATION RESEARCH BOARD
JANUARY 19, 1982
THANK YOU FOR THE WELCOME, I APPRECIATE VERY MUCH THE
OPPORTUNITY TO ADDRESS THE RAIL ARM OF THE TRANSPORTATION
RESEARCH BOARD., FOR YEARSj THIS PRESTIGIOUS ASSEMBLY HAS
REVIEWED AND DISCUSSED THE MAJOR TRANSPORTATION ISSUES
CONFRONTING THIS NATION.
YOUR WORK HAS CONSISTENTLY PROVIDED SOME OF THE BEST
MATERIALS AVAILABLE TO CONGRESS AND THE EXECUTIVE. THIS FORUM
ITSELF HAS GIVEN LEADING TRANSPORTATION EXPERTS FROM AROUND THE
COUNTRY AN OPPORTUNITY TO MEET AND SHARE INFORMATION ON
TRANSPORTATION RESEARCH AND INNOVATIONS.
I EARNESTLY HOPE THAT YOUR RECORD OF INVOLVEMENT IN
TRANSPORTATION WILL CONTINUE AND INTENSIFY, WE NEED IT BADLY.
FROM WHERE I SIT, THE NATION'S TRANSPORTATION SYSTEM
PRESENTS A STUNNING PARADOX. IN MANY WAYS, WE HAVE THE WORLD'S
MOST EFFICIENT AND ELABORATE TRANSPORTATION NETWORK. WE MOVE
A STAGGERING VOLUME OF FREIGHT AND PASSENGERS ON THE NATION'S
WATERWAYS, -AIRWAYS, RAIL LINES AND-HIGHWAYS,
AT THE SAME TIME, HOWEVER, THERE ARE OMINOUS SIGNS THAT WE
ARE SLUMBERING PERILOUSLY CLOSE TO A TRANSPORTATION NIGHTMARE.
I KNOW THIS FROM MY OWN EXPERIENCE IN MY HOME STATE OF MONTANA.
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THE RURAL HIGHWAY SYSTEM THERE IS NOT BEING MAINTAINED
ADEQUATELY. HIGHWAY SAFETY IS A PERSISTENT PROBLEM--THERE
AND AROUND THE COUNTRY. AIRLINE SERVICE ALWAYS SEEMS RUMORED
TO BE IN JEOPARDY. PROPOSED RAIL LINE ABANDONMENTS HAVE
RIPPED OPEN OLD POLITICAL WOUNDS ACROSS THE STATE. THE
FORMATION OF A HOLDING COMPANY BY BURLINGTON NORTHERN HAS
GENERATED CONSIDERABLE SKEPTICISM. THE COSTS OF ALL
TRANSPORTATION SERVICES HAVE SKYROCKETED.
THE PARADOXES OF TRANSPORTATION ARE -ESPECIALLY NOT-ICABLE
WITH THE NATION'S RAILROADS. THERE ARE SIGNS OF PROMISE AND
SIGNS OF GLOOM. ESPECIALLY FOR THE ESTABLISHED COAL-HAULING
RAILROADS, THE RECESSION HAS NOT HAD AS SEVERE AN IMPACT AS
WE HAVE COME TO EXPECT. THE LONG-TERM PROSPECTS OF THE INDUSTRY
HAVE, I GATHER, BRIGHTENED APPRECIABLY UNDER THE STAGGERS ACT--
PERMITTING CONTRACT RATES, REVENUE ADEQUACY STANDARDS, AND RATE
FLEXIBILITY.
AT THE SAME TIME, IT IS CLEAR.THAT THE FINANCIAL PERFORMANCE
OF THE INDUSTRY IS NO CAUSE FOR EXCESSIVE JOY. A PROLONGED PERIOD
OF ECONOMIC STAGNATION COULD WIPE OUT THE GAINS OF THE RECENT
YEAR, AND THE WEAKER RAILROADS CONTINUE TO HAVE DIFFICULTIES--
RESULTING IN HARSH IMPACTS ON SHIPPERS AND COMMUNITIES AROUND
THE COUNTRY,
MY EXPERIENCE WITH THE RAILROADS--ESPECIALLY IN THE LAST
TWO YEARS--HAS NOT BEEN REASSURING AND HAS MADE A LASTING
IMPRESSION. I GREW UP IN A STATE THAT DEPENDS DIRECTLY AND
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ALMOST COMPLETELY ON ITS RAIL TRANSPORTATION SYSTEM. IT HAS BEEN
SO FROM THE TERRITORIAL DAYS.
UP UNTIL THE 1960'S, MONTANA WAS SERVED STATEWIDE BY 3 MAJOR
RAIL SYSTEMS, NOW, AS THE RESULT OF MERGER ANDQ T BANKRUPTCY,
THAT NUMBER IS REDUCED TO ONE.
THE SLOW MOTION COLLAPSE OF THE MILWAUKEE RAILROAD WAS A
LITTLE LIKE FALLING ON A FOOTBALL. THERE'S NO EXPERIENCE QUITE
LIKE IT. I DON'T WANT TO SEE IT REPEATED IN THE WEST.
IN ADDITION, YOU ARE ALL WELL AWARE, I AM SURE, OF THE
INCREASING CONCERNS OF AGRICULTURAL SHIPPERS. THE LONG-TERM
FEUD BETWEEN RAILROADS AND FARMERS SEEMS TO RUN IN CYCLES. WHEN
CARS ARE IN SHORT SUPPLY, THE MAIL IN MY OFFICE PILES UP IN A HURRY,
WHEN, AS NOW, THE GRAIN CARS LINE THE SIDINGS, THEY SEEM ONLY TO DRIVE
MORE DEEPLY THE POINT THAT CARS SHOULD BE READILY AVAILABLE ON
DEMAND. I KNOW IT IS A DIFFICULT SITUATION,
THE SAME IS TRUE IN THE RATE AREA, RAIL REVENUES AND RATES OF
RETURN SEEM TO ARGUE FOR HIGHER RATES. BUT FARM REVENUES AND RATES
OF RETURN ARGUE FOR FREE SERVICE,
RECOGNIZING THE DIFFICULTY OF THESE AND OTHER PROBLEMS BETWEEN
THE RAIL INDUSTRY AND ITS CLIENTS, I BELIEVE IT IS TIME TO SEEK
BETTER INFORMED SOLUTIONS -- FOR THE LONG HAUL, IF YOU !'ILL.
IN MAY OF LAST YEAR, SENATOR DAVE DURENBERGER OF MINNESOTA AND
I FORMED THE SENATE RAIL CAUCUS. WE-ESTABLISHED IT WITH SEVERAL GOALS
IN MIND:
1. WE BELIEVE IT IS ESSENTIAL THAT SENATORS AND THEIR
STAFFS.HAVE A CONVENIENT, REGULAR FORUM TO DISCUSS THE PROBLEMISAND
OPPORTUNITIES FACING OUR RAILROAD SYSTEM.
2. WE BELIEVE THAT THE NATION DESPERATELY NEEDS A HEALTHY
RAILROAD INDUSTRY, -SOMEHOW, WE MUST END THE LURCHING HISTORY OF RAILROP
BANKRUPTCI ES.
3. AT THE SAME TIME, WE URGE THAT THE NATION NEEDS,ARESPONSIBL
RAILROAD INDUSTRY-- AN INDUSTRY THAT PROVIDES ESSENTIAL SERVICES IN A
WAY THAT DOES .NOT UNNECESSARILY DESTABILIZE AND DISRUPT LOCAL ECONOMIES.
I REALIZE THAT THIS LAST OBJECTIVE RAISES IMPORTANT AND SERIOUS
CONCERNS FOR RAIL EXECUTIVES AND GOVERNMENTAL OFFICIALS. ON THE ONE
HAND, IT IS.CLEAR THAT RAILROADS MUST OPERATE AS BUSINESSES. THEY MUST
AND SHOULD-SECURE A REASONABLE LEVEL OF PROFIT, A REASONABLE RATE OF
RETURN ON INVESTMENTS. THE STAGGERs ACT RIGHTLY SAYS SO.' AND IT IS
CERTAIN THAT RAILROADS HAVE NOT, FOR A VARIETY OF REASONS, BEEN.ABLE TO
APPROACH THE 12% RATE OF RETURN STANDARD SET RECENTLY BY THE INTERSTATE
COMMERCE COMMISSION.
IN THESE- TIMES OF DISAPPOINTING ECONOMIC NEWS, IT I.S-.DIFFICULTFOR.
ANY BUSINESS TO SCORE WELL ON THE BASIC TESTS OF THE MARKETPLACE.
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UNFORTUNATELY FOR RAILROADS, THEY MUST SERVE AN ADDITIONAL MASTER.
THEY ARE PRIVATE CORPORATIONS TO BE SURE; BUT THEIR OPERATIONS ARE
BURDENED BY THE CLAIMS OF THE PUBLIC INTEREST -- AND THEY ALWAYS WILL
BE TO SOME EXTENT.
RAILROADS ARE NOT FREE TO RESPOND SOLELY TO THE CALL OF THE
MARKETPLACE. THEY CANNOT SIMPLY HALT SERVICE, INCREASE RATES,
SELL STOCK, OR BUILD NEW LINES.
THEY ARE, TO USE A MODEST PROFANITY, "REGULATED" BUSINESSES.
THOUGH THE REGULATORY SHACKLES HAVE BEEN LOOSENED TO SOME DEGREE,
THAT BASIC FEATURE OF THE INDUSTRY WILL REMAIN. AND WE ALL KNOW THAT
THOSE TWO MASTERS SEEM ALL TOO OFTEN TO PULL -- AND PULL HARD- IN
OPPOSITE DIRECTIONS.
I KNOW THAT THIS POSES ENORMOUS AND, IN SOME WAYS, UNYIELDING
CONTRADICTIONS FOR RAIL MANAGERS AND RAIL REGULATORS. THEY -- YOU --
FACE NO EASY TASK. IT IS A BIT LIKE TRYING TO SHOE A MULE USING A
SOFT, RUBBER HAMMER. IT TAKES TIME AND IT IS A RISKY BUSINESS1
THE SENATE RAIL CAUCUS NOW HAS SOME THREE DOZEN SENATE MEMBERS --
INDIVIDUAL OFFICES THAT CONTINUE TO EXPRESS A DEEP INTEREST IN OUR WORK.
IN 1931, WE HAD THREE SESSIONS OF THE RAIL CAUCUS. THE DISCUSSIONS
IN..EACH WERE INSTRUCTIVE.
WE REVIEWED THE PRESENT SITUATION AND FUTURE PROSPECTS OF AMTRAK.
WE HEARD FROM THOSE WHO FAVOR AN EXPANDED SYSTEM OF.-SERVI.CE, WE HEARD
FROM THOSE WHO BELIEVE AMTRAK TRAINS SHOULD BE CONFINED TO THE
TRANSPORTATION MUSEUM WITH THE STAGECOACH. CONGRESS HAS NOW DECIDED - -
TO CONTINUE THAT NATIONAL RAIL PASSENGER EXPERIMENT -- AT LEAST FOR
THE TIME BEING.
IN OUR SECOND SESSION, WE HELD AN INSPIRED DEBATE BETWEEN THE
RAILROADS AND SHIPPERS ON RAIL LINE ABANDONMENTS. A RAIL OFFICIAL
STATED BLUNTLY THAT RAIL ABANDONMENTS WERE VITAL RAIL ENHANCEMENTS.
OTHERS ARGUED THAT THEY WERE A FORM OF RAIL BANDITRY.
IN OUR FINAL SESSION OF THE YEAR, WE SPONSORED A DEBATE ON
TRANSPORTATION SUBSIDIES.
THE RAILROADS AND THE WATERWAYS DID BATTLE ON THE RERENNJALLY
PROPOSED WATERWAY USER FEE. THE RAILROADS WERE ABLY REPRESENTED BY
FRANK WILNER OF THE ASSOCIATION OF .AMERICAN RAILROADS. THE WATERWAYS
POSITION WAS PRESENTED BY JOHN CREEDY OF THE WATERWAY- TRANSPORT
ASSOCIATION, BOTH SIDES AGREED THAT TRANSPORTATION SUBSIDIES ARE NOT
EASY TO DEFINE AND BOTH REFUSED TO BE THE FIRST TO GIVE UP ANY ALLEGED
SUBSIDIES' THE DEBATE WAS FINALLY HALTED ON ACCOUNT OF DARKNESS,
BUT THIS IS AN ISSUE THAT WILL BE WITH US FOR.THE FORESEEABLE FUTURE.
RECOGNIZING THIS, WE ARE SENDING TO ALL SENATE OFFICES A PACKET
OF MATERIALS EXPRESSING THE RAIL AND WATERWAY POSITIONS, WE HOPE THE
MATERIAL WILL BE USEFUL IN THIS YEAR'S DEBATE ON THE WATERWAY USER FEE.
ALL IN ALL, WHAT HAS BEEN LEARNED FROM THE RAIL CAUCUS SO
FAR? NO DOUBT, DIFFERENT MEMBERS HAVE LEARNED DIFFERENT LESSONS,
IN MY OWN CASE, I HAVE A DEEPER UNDERSTANDING OF THE PROBLEM
OF RAIL PASSENGER SERVICE, THE DILEMMAS POSED FOR RAILROADS AND
SHIPPERS ALIKE AS THEY PROPOSE AND FIGHT OVER RAIL LINE ABANDONMENTS.
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MOST IMPORTANT, I HAVE BECOME INCREASINGLY FASCINATED BY
THE CONTINUING DEBATE ON TRANSPORTATION SUBSIDIES. ULTIMATELY,
I DO NOT BELIEVE THAT THE RAILROAD AND WATERWAY INDUSTRIES
CAN AFFORD TO CONTINUE THEIR DEBATE THROUGHOUT THE 1980's. IT
IS AN INSTRUCTIVE DIFFERENCE OF OPINION AND I TAKE IT SERIOUSLY.
IT IS A MATTER OF CONSIDERABLE IMPORTANCE FOR BOTH THE RAILROADS
AND THE WATERWAY OPERATORS. NONETHELESS, WE NEED TO SEE OUR
WAY CLEAR TO AN END OF THE BATTLE ONCE IT HAS BEEN WELL-WAGED.
IN SHORT, AT SOME FUTURE POINT, WE NEED TO RESOLVE THE TRANSPORTATION
SUBSIDY-DISPUTE.
EARLY IN THIS SESSION OF THE CONGRESS, I WILL INTRODUCE
LEGISLATION CALLING FOR A COMPARATIVE COMPILATION OF ALL TRANS-
PORTATION SUBSIDIES. UNDER THE BILL, THE LIST WOULD BE PREPARED
BY A NUMBER OF AGENCIES FOR REPORTING TO THE CONGRESS 180 DAYS
AFTER ENACTMENT OF THE BILL.
I KNOW THAT SUBSIDIES HAVE BEEN EXAMINED IN THE PAST. I
KNOW THAT THERE ARE DIFFICULTIES IN DECIDING WHAT IS A SUBSIDY AND
WHAT IS NOT. I KNOW THE ADMINISTRATION IS JUST COMPLETING ITS
"205" STUDY ON WATERWAY USER FEES. I HAVE A BROADER, MORE
INFORMATIVE REPORT IN MIND.
THE REAL NEED IS TO COMPILE ALL TRANSPORTATION SUBSIDIES --
GRANTS, LOANS AND TAX BREAKS -- SO THAT[WE CAN HAVE A BETTER FEEL
FOR THE IMPACT OF FEDERAL POLICY. 14E SHOULD DO THIS BEFORE MAKING
MAJOR ADJUSTMENTS IN FEDERAL TRANSPORTATION POLICY.
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WHY.SHOULD WE BE CONCERNED ABOUT SUBSIDIES? FOR A NUMBER
OF REASONS, LET ME GIVE JUST ONE EXAMPLE. IF PAST OR PRESENT
SUBSIDIES HAVE DISTORTED THE TRANSPORTATION MARKETPLACE, HOW
CAN WE CORRECT THE PROBLEM IF WE DO NOT KNOW THE EXTENT OF THE
DISTORTION? SIMPLY REMOVING SOME OF THE SUBSIDIES MIGHT LEAVE
THE ADVANTAGES OF DISTORTION IN PLACE, ONE MODE OF TRANSPORTATION
MIGHT BE UNJUSTLY.FAVORED, JUST SUCH A PROBLEM IS AT THE HEART
OF THE RAILROAD AND WATERWAY BATTLE ON THE WATERWAY USER FEE.
WE NEEDN'T DEBATE TODAY THE WATERWAY.USER FEE OR ANY OTHER
SUBSIDY. WE SHOULD, HOWEVER, RECOGNIZE THAT WE NEED TO TAKE A
GOOD, HARD LOOK AT ALL TRANSPORTATION SUBSIDIES BEFORE DECIDING
WHICH TO RETAIN AND WHICH TO THROW ON THE JUNK HEAP.
I MUST, OF COURSE; DISTINGUISH MY OWN LEGISLATIVE PLANS
FROM THE ACTIVITIES OF THE RAIL CAUCUS. WE DID NOT ESTABLISH
THE CAUCUS TO OPERATE AS A SOUNDING BOARD OR POINT OF ACCESS FOR
ANY PARTICULAR SPEICAL INTEREST. YOU CAN SEE THAT FROM THE EARLY
TOPICS WE SELECTED.
NOR IS THE RAIL CAUCUS .INTENDED TO TAKE POSITIONS AS A
GROUP OR ADVOCATE SPECIAL CAUSES OF ANY KIND, UNLIKE A NUMBER
OF CONGRESSIONAL CAUCUSES. WE DO NOT RUN ON PRIVATE FUNDS. NOR
WILL WE.
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IN THE FUTURE, I EXPECT THE RAIL CAUCUS TO CONTINUE WITH
SIX TO TEN MEETINGS PER YEAR, WE ARE JUST NOW IN THE PROCESS
OF DEVELOPING ,A LIST OF SUBJECTS FOR 1982. CERTAINLY, WE INTEND
TO CONDUCT A DEBATE ON THE NEED FOR COAL SLURRY PIPELINES. VE
MAY LOOK AT THE PROMISES AND COSTS OF RAIL ELECTRIFICATION) THE
DEBATE ON RAIL WORK RULES) THE EFFECTS OF NEW RATEMAKING RULES
UNDER THE STAGGERS ACT; THE DEBATE ON COAL UNIT TRAIN RATES) AND
MORE.
IT IS IN SHAPING THE FUTURE OF THE RAIL CAUCUS THAT YOU CAN
PLAY A PROMINENT ROLE. FOR THAT REASON, I WANT TO SPEND A LITTLE
MORE TIME WITH YOU ON WHAT I HOPE IS A PRODUCTIVE EXERCISE. IM
SURE THAT SOME OF THE QUESTIONS YOU HAVE ON YOUR MIND ABOUT
FUTURE CONGRESSIONAL ACTION ARE ESSENTIALLY UNANSWERABLE.-- AT
LEAST BY ME. MY SENSE IS THAT WE IN THE CONGRESS DO NOT YET KNOW
HOW VIGOROUSLY THE INTERSTATE COMMERCE COMMISSION AND ITS NEWLY
SELECTED CHAIRMAN (MR. REESE TAYLOR) WILL PRESS AHEAD WITH RAILROAD
DEREGULATION. (I DO KNOW THAT I AM NOT PLEASED WITH HIS SUPPORT
FOR COAL SLURRY PIPELINES.) WE DO NOT KNOW WHETHER DEREGULATION
WILL PROVE UNIFORMLY BENEFICIAL TO SHIPPERS AND CONSUMERS ACROSS
THE COUNTRY. OF COURSE, IT MIGHT SIMPLY INAUGURATE A NEW SERIES
OF SKIRMISHES REMINISCENT OF THOSE WHICH STARTED THE AGRARIAN
POPULIST MOVEMENT IN THE LATE 19TH CENTURY. THERE ARE CERTAINLY
SIGNS OF THIS IN THE MIDWEST AND WEST.
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WE DO NOT KNOW HOW -- OR EVEN HOW SOON -- THE ROCK ISLAND
BANKRUPTCY WILL PLAY ITSELF OUT, THOSE WHO TRIED TO PREDICT
THE TIMETABLE FOR THE MILWAUKEE BANKRUPTCY QUICKLY LEARNED THE
MODESTY ESSENTIAL FOR SUCH SPECULATION.
WE DON'T HAVE A FINAL ANSWER TO CONRAIL'S.PROBLEMS. WE
DO NOT KNOW WHAT BUDGET ADJUSTMENTS ARE LIKELY IN RAIL PROGRAMS
FOR FISCAL YEAR 1983. WE DO KNOW THAT SOMEONE'S BELT IS LIKELY
TO BE TIGHTENED.
ON THESE AND A HOST OF OTHER RAIL TRANSPORTATION ISSUES,
WE IN THE CONGRESS ARE SIMPLY NOT IN A POSITION TO PROVIDE CLEAR
PREDICTIONS, BUT THERE IS AN INCREASING PERCEPTION THAT WE MUST
BEGIN TO FIND REAL SOLUTIONS -- NOT SIMPLY TO THE QUESTIONS I
HAVE SKETCHED ABOVE,-- BUT TO THE EVEN MORE DIFFICULT .PROBLEMS
THAT THE RAILROAD INDUSTRY WILL FACE IN THE COMING YEARS, AND
LET ME EMPHASIZE THAT THESE PROBLEMS ARE NOT MERELY ECONOMIC,
BUT POLITICAL AS WELL. NEITHER THE RAILROAD INDUSTRY NOR THE
CONGRESS WILL BENEFIT IF RAILROAD CUSTOMERS BECOME IRATE.
WANT TO ANTICIPATE AND HELP RESOLVE SOME OF THESE ISSUES.
I BELIEVE IT IS ESSENTIAL TO DO SO. I WANT THE SENATE RAIL
CAUCUS TOYLAY A ROLEIN THIS-EFFORT.__
WHAT I AM ASKING IS THAT YOU HELP US DEVELOP THE AGENDA
OF THE SENATE RAIL CAUCUS. WHAT ARE THE CRITICAL PROBLEMS THAT
WILL FACE THE RAILROAD INDUSTRY IN THE NEAR FUTURE? WHAT ARE
SOME OF THE MOST PROMISING SOLUTIONS THAT WE SHOULD HEAR ABOUT
AND CONSIDER IN THE CAUCUS? WHAT ARE THE OBSTACLES TO HEALTHY
AND RESPONSIBLE RAIL INDUSTRY PERFORMANCE? IN SHORT, WHAT MAJOR
PROBLEMS MUST BE ADDRESSED NOW IF WE ARE TO AVOID CONTINUED
FINANCIAL DISTRESS IN THE RAILROAD INDUSTRY AND POLITICAL WARFARE
IN THE STATES?
STATEMENT OF
SENATOR MAX.BAUCUS
RAIL CAUCUS
DECEMBER 10, 1981
For some time, I have been concerned about transportation
subsidies. In recent months, the subsidy debate has intensified.
In the next session of Congress, the issue will be directly
before us as the Administration presses its proposed increase in
waterway user fees.
I believe it is important to get to the bottom of this
issue. Congress needs to know the extent of transportation,
subsidies, the degree to which they are equitable and useful,
and the advisability of adjusting any subsidies in isolation-
from other subsidies.
The Administration is now releasing its 205 study on
waterway user fees. We, in the Congress, will have an opportunity
to review it over the next few months. Whether it is a good
study or not, I believe we should try to look at all subsidies
more comprehensively before dramatic changes are made in any
of .them individually.
The conclusions reached in a recent GAO study prepared at
my request in April of this year are relevant to this issue.
It focsed 6n the nation sgrain transportation network and-
concluded that the network should ndt be viewed. in a pidcemeal
fashion.
The study noted that the nation's grain transportation
system "is complex and interrelated, involving railroads,
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waterways, roads and ports. Changes and events in one area
affect all others, straining their ability to perform efficiently....
An integrated analysis that considers interrelationships between
the various components of the grain tranpportation system has
not yet been conducted. Without such an analysis, GAO believes
that implementing wise policies is difficult...The real need
is for an analysis of overall system constraints, interactions,
and solutions to prepare for the expanding export industry."
I believe the situation is the same with respect to
transportation subsidies. Accordingly, I will soon be introducing
legislation.providing for a federal interagency study bf trans-
portation subsidies. The Interstate Commerce Commission,
Department of Transportation, Department of Agriculture,
Department of Commerce, and other relevant entities would be
asked to pool their collective talent and compare the history
and current status of transportation subsidies. Some of this
work will involve merely updating past-efforts in this area.
But I want to emphasize that a fresh look is in order --
one that will provide Congress with the information it needs to make
informed transportation subsidy decisions. It should include
all airline, rail, highway and waterway subsidies so we can see
the system as a unit, not as an unrelated set of components.
